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SUBJECT: GERMAN POREIGN EXCHANGE MARKET 

1 . DURING A VISIT THIS WEEK TO PRANKPURT BANKERS, 

THE PINANCIAL ATTACHE POUND SENTIMENT VERY MUCH 
CHANGED ON THE POREIGN EXCHANGE MARKETS. AS ONE 
DEALER DESCRIBED IT "WHILE PREVIOUSLY WHENEVER THE 
DOLAR ROSE SOMEWHAT OUR CUSTOMERS WANT TO SELL 
DOT LARS AND RECOUP THEM LATER AT A BETTER PRICE, NOW 
WHENEVER THE DM RISES VIS A VIS THE DOLLAR PEOPLE 
WANT TO SELL IT IN THE HOPE OP BEING ABLE TO REBUY 
IT LATER FOR LESS DOLLARS. " DEALERS ALSO REPORT 
THAT CUSTOMERS WHO HAVE BEEN SHORT ON THE DOLLAR POR 
A LONG TIME, ARE NOW BEGINNING TO BECOME VERY ANXIOUS 
TO COVER THEIR POSITIONS BEPORE THE DOLLAR RISES EVEN 
PURTHER. MOST IMPORTANT, INTEREST RATE CALCULATIONS 
NOW CLEARLY PAVOR THE DOLLAR AND THE MARKETS ARE AGAIN 
NORMALLY RESPONDING TO THIS. MORE CUSTOMERS ARE 
REPORTED TO "BEING HURT " BY THE DOLLAR'S RISE THANBY 
THE PREVIOUS PALL AGAINST WHICH THEY HAD COVERED THEM- 
SELVES MORE GENERALLY AND COMPLETELY. 
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2. DESPITE THE VERY STRONG CURRENT DOLLAR, MANY 
DEALERS REMAIN SOMEWHAT SKEPTICAL AS TO THE FUTURE. 
FEW EXPECT THE DOLLAR TO FALL BELOW DM 2.30 AGAIN, BUT 
MANY THINK IT WILL REMAIN IN THE DM 2.35-2.45 RANGE 
WITH SETBACKS IF IT RISES HIGHER. REASONS GIVEN FOR 
THIS VIEW ARE THE EXPECTATION OF VERY TIGHT MONEY IN 
GERMANY IN SEPTEMBER WITH THE BUNDESBANK POSSIBLY 
PUSHING INTEREST RATES UP EVEN FURTHER IN THE FALL IF 
GERMAN WAGE SETTLEMENTS TURN OUT IN ITS VIEW TO BE 
OVERLY INFLATIONARY AND INTERNATIONAL INTEREST RATE 
DEVELOPMENTS LEAVING IT SOME ROOM TO MANEUVER. SOME 
DEALERS ALSO BELIEVE THAT THEY ARE SEEING SOME 
INDICATIONS OF CENTRAL BANK DOLLAR SALES IN THE 
MARKET. THESE DEALERS FEEL THAT SUCH SALES WILL 
INCREASE IF THE DOLLAR RISES FURTHER SINCE IN THEIR 
VIEW BOTH THE GERMAN AND US AUTHORITIES PROBABLY 
WILL BE INTERESTED IN LIMITING THE RISE OF THE 
DOLLAR FROM THE POINT OF VIEW OF BUSINESS CYCLE 
AND BALANCE OF PAYMENTS POLICY RESPECTIVELY. 
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